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Sent By: FRONTIERS OF FREEDGM ;
H

14 st ' tt 'L
Calculation
ime Factor Différential (“TFD”)

g day while the
t month on NYMEX

her to determine

. NYMEX T

determined every tradin
delivery month is promp

o Daily TFD’s averaged toget

iate average TFD
! ined prior to delivery month

"o Actual’tc

Prompt settle during deliv&y month, plus or

~ minus average TFD
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703 527 B3B8,

Sent By: FRONTIERS OF FREEDOM ;

CFD = MTM g3 x A/D + MTMg5 X B/D

Where: pt month, minus settlé price for

MTM;,., = NYMEX settle price for Prom
1-1)
th on strip - . r
M, anYd !vlmE){(m settle price for Prompt month, minus settle price fo
MTM,. 5 =N »
N mhoit:fo;a;i ig delivery month when Prompt mon.th trad::ih
A i Nu;Y;IEX is the first calendar month following trading mt:i ;
N { days in delivery month when Prompt month .tra e
B = __——'.—i-v """" & W AAr-HORLA-10L0TTIL lradlng -
on 1 BTG C2

month

. Number of days in delivery month



Page 4

Jan-31-00  6:00PM;

703 527 B388;

Sent By: FRONTIERS OF FREEDOM ;

Calculation

Performed oﬁ September 3, 1996 for October 1996 Deliveries
e .

NYMEX Settle Prices on Septe

mber 3, 1996:
§23.40, Nov 96: $22.66, Dec 1996: $22.05

t throngh October
th, November will trade as promp
Outaber B rade . rompt. October bas 31 days.

Qct 96:

;]2“ ':l‘:egn December will trade 28 p
¥

_22.66)(22/31) + (23.40-22.051(9/31) = $0.917/BBL
rude ol based on the NYMEX settle

TFD = (2340
e ber cout 0.917/BBL, over the average of

This eans tt ’ f October counld recelve $

RCU L L oy -

oo Wil S ;; -2 . tic!!lii!ltid'i; .‘F"I' ’
o promptgl:t:iet:e same NYMEX value as the previo

holidays ia the avera

us trading 8ay.
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Sent By: FRONTIERS OF FREEDOM ;
1

. Use Platt’s Oilgram differentials for grade
trade differentials between Cushing and major

market centers

— Using average of tradin

is prompt on cash market |
« From 26th day of two months prior to delivery, through

25th day of one month prior to delivery

g days while delivery month

_ Platt’s is not periecy,
actual market values

« Recognize potential to evolv
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1

FRONTIERS OF FREEDOM ;

Sent By:

T Rexylsilen Mot

.‘.;_}:. 8 1 rnon LI Ko

[ QA
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Sent By: FRONTIERS OF FREEDGM ;
H

xchange terms
ublishes market average

« Payors report actual e
. MMS calculates and p
~every 6 months.
_ Based on common aggregation poi
market centers

_ MMS establishes market
_where no reported data is available

nts to public spot

differential_s in areas

« Extrapolating from known areas

ge MMS differentials

o Payors can challen
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Sent By: FRONTIERS OF FREEDOM

"« Burden of

proof on challenger to show that

MMS differential is not reasonable

— (If a party has actual exchange values,
supposed to pay based on those values)

o If MMS agrees with challenger, after reviewing
actual data, it has two choices:

then it is

=Applyte challengeronly
ifferential for all

— Modify Average Exchange D
affected parties

ot el
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Sent By: FRONTIERS OF FREEDOM ;

. \vera

l « Should be vblume weighted calculation

' d provide best
Use of the Mean shoul |
approximation to total value which would have

been received by MMS if all parties had paid
on actual receipts.
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FRONTIERS OF FREEDOM ;

Sent By:

- Market Average
Grade Trade from

_':rj.'_'._'t",'_l; 7_',‘ N B

R BT M Sl
‘3.5&1.1“'#!“'4"j

e — g

— o

) -

Market Average |
’ Exchange ;

Actusl Bay/Sell to St.
Jamres

(Including quality
. adjustment terms)
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Sent By: FRONTIERS OF FREEDOM ;

. Mafches payment regulations to typical crude

oil marketing practices | |
. Allows companies to continue paying on a

i jate |
receipts where appropria |

. Market average price differentials could l?e
used to establish “pseudo-postlngs” to ﬁt. into

ctual

~ existing oil compan

essentially no system modifications required -
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Sent By: FRONTIERS OF FREEDOM ;

Outright sales by major producers

mmonly sell outright
ents use sophisticated sales

/sell exchanges
used by several

o Few truly
. Independents o

_ Many Independ
. Most Majors utilize buy
. Overall Balance concept

Majors

P Ce ad,umﬁs{er—quﬁm&gomm““ll
e Il

negotiated on each contract
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Sent By: FRONTIERS OF FREEDOM ;

Ye

“Overall Balance:
Implied Exchange Transaction

eqnl vola to each olker, the :
[ reduced royatty and severance |
i Yo iAol ali=N.

ompanies approxtmately
o't imporiant. In fact, be 0

; 103 ene volumes den't eve?
| ::!b::::m {rem selting the posted leise prices
| aven be written contracts reflecting the

i o e e e

below foll valwe. There l;lly not

e e —ta—




Sent By: FRONTIERS OF FREEDOM ; 703 527 B388; Jan-31-00  B:11PM; Page 14

Subject. Olf Royalty Rule trivestigation
From: hspererois.com at intemet
Date: 5/19/98 10:16 PM

Dear Senator Murkowskl:

| am the former Department of Energy e
Jones news arlicie today, was the subje
Senators Domenicl snd Nickels as
involvement with the Project on Govet|
' shightly famillar 1o you, it is because | fe
the justified exparting Aleakan oil.

ployee who, according to 8 Dow
of m letter signed by you and

providing background on the tming ad
both the Project and royalty matters. s
getling (| belleve) some bad info regap
Let me not mince words on that, ho

you can ses, you have been
g the royaity ruie business.
er. The MMS is right in plugging

contact me directly, | am at 703-237 ¥

Rabert . Speir

ATTACHMENT -

Sublect:
Story on Royaslty Rule
Date;
Wod, 18 May 1989 21:42:19 §0400
From:

"Robert A, Speir” <bspalr@epols com>
Organization;

. ne |
To: i

i
i
8

b




Sent By: FRCNTIERS OF FREEDOM ;

703 527 B388; Jan-31-00 6:12PM;

campion walsh@dowjones com

Campion,

| am the former Dept of Energy emplo
the royalty rule apd the indystry's attad
batanced story. Carolyn Maloney is
tonvement diversion by the industry a1
have supported them.

pe referenced In your article on

As regards the Justice Department invistigation, it seems that neither |
nor Bob Berman, the other person inv¢
aboul. No one has contacted me oth
deposed in the larger matter of the go
these companius for rayalty underpay
gets fost in the industry's public com
massive fraud by the companies. Amy nding the royalty veluation rule is
8bout trying to see that they do not geaf away with k in the future.

Ived, can find out what that is

r than to alert ma that | wilt ba

ernmant’s fraud sult against
ant. That it a point thal oflen

what the interior Department is sttem|
Industry wrote tor itseif in the current
the Reagan Administration. Al | did.,]

ting to do to plug the loop holes
oyalty payrment ruies during
n fact, was heip the members of

the Tasgk force you referenced see thiit the govemnment was being cheated

in California. We estimated that the Ynderpayments and back interest

due ig between’'$250 and about $850 million. To date, Interior has not
collected a cent.

The Task Force conclusions started Jhe Minerals Managerment Service on
the way to finding a set of rules that wouid eliminate the cheating.

However, it was certainly not the woik of two scheming bureaucrats.
There were five primary members of
office in Denver, one attorney from th

ommerce Department and me. We also

demanded and ultimately received fipport from the Minerals Manegament

Servica to conduct targeted audhs

oudit teem's findings independently Lonfirmed our own, which were drewn
from review of court-sealed materia

{ from the State of California's suit

against the companies. | might ad

that Berman was NOT pert of this
process.

| don think that many Interior Department reports received as much
Internal scrutiny es the Task Forcefrepart. The findinge were debated,
argued, and vetied over a four mogth period. Ultimetely, they wers
accepted by Interior Department rjenegeorment through the Assistant
Secretary for Lend and Minersls. Iy involvement with interior on this
subject ceased with Issuance of odr final report in May of 1996,

Page 15/29



Sent By: FRONTIERS OF FREEDGM

Al that time, the Project an Govennument O

703 527 8388;

rsight-POGO- had not even

considered jolning the felse claims sult thatjultimately brought them a

share of Mobll's $4B milllon setflement. 11
procese In the summer of 18087, and retir

iated my retirement
in Octnber 1897 about three

days after | tumed 55 and wes first able to fetire without penalty.

The precipitating ceuse of nmy retirement

s 8 $25,000 buyout offer to

employees in my office that wes scheduleq 10 expire on November 7. At

that time thete was no serious thought th

ot freud by the Justice Depariment would

late summer/early fali of 1998 and POGO
heteve

any of the companies accusad

jattia. Mobii settled in the
feceived monay in September, |

Al that uine, POGQ Jnotlﬂed the Justice Dgpartmesat (| beliove trough
the .S, Attornay's Office in Texas) of thetintent to shere its receipts

ag 8 public service award with one formel
empioyee. The Justice Department ook

and one curmant gavarnment

ha action to attempt to block

this action nor to encourage POGO to rTin from it.

As | noted abave, hoth Berman and | ar
companies in the matter of the freud sult
Berman was to be deposed, the Justice

being deposed by the oil
L ess than a weak before

bepartment, on advice of the court

In Texas, notified the ol company defen

received money form POGQ. They pro
congressional supporters te whip up th

nts by ietter that he had
pily leaked the ietier to ail thelr
issue. Shortly before the

deposition, and long after the original nglifcation by POGQ, Berman's

attorney sought ocut the ethics office at
an investigation had been opened a &

This note has gotten longer then | plan
some point, and after | have cleared
atlorney, you may want to tatk to me
this helps add a few facts 1o what othe
story. 4

Robert A. Speir

stice and was informed that
time belora.

. 50 | will stop for now. At

additional comments with my

er. Until then, | hope that
isa has been a very one-gided

Jan-31-00

6:12PM;

Page 16/29
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FRONTIERS OF FREEDOM ;

]

703 527 H#388; Jan-31-00 6:12PM; Page 17/29

Author: David Bubbard gt “zms-denver-gh-4

Datea: 9/18/96 10134 AN

Priority: Normal "t)

TO: Deborah Gibbhs-Tschudy \

T0: Donald Sant at “MMS{DENVER-§%-1

TO: James Shaw at “MMS- ENVER-85-1

TO: Peter Christnacht

Subject: 0Ll Valuation

------------- TEESSSSSSor- Metsage Contgnts - ———mem T

FYIs haven't yet hrard frem Comgerce.,
|

Forvard Headex

Subject: Oll Valuation
b.speirqhyq.doe.gov> at “smtp

Authoer: Whob.s ir® <
Date: 9/18/96 11:54
Dava, - — t- -

1

I'M Boeleeg—_X|

8
not get the nunborr:o ring.

DOE commentor? /

i

P.5. Think about r
alfiliata transtre
and all its conse
or 1nd1rect1y

accounting practic

attached note. I tried to call Sant but I coula

Will you plesase put me on the list & the

bob Speir

riting the regs to do avay

vith any recognition of
- Define tha lessee to be

the parent corporatiaen

1}6atad and uncoupsolidated entities that it directly
contyols (thix definitian is consistant with normal

%) . This makes the regs

Forvard Eeader

Subject: 011 Valuation
Auther: Abw EASPEL at
Dates

Don Sant Of MMS ca

thelr proposed ofl
then we will

for the yemt of
231-3889,  Thanks..

o

|

hane ¥ou. OK? AlsO, ha asked if we knav scmecne at
Coxmerce vho knew t oi] valustion,

$/5/96 12:25 PR

PO=~03

(led and asked for our

participation in reviewving
valuation regulations.

He is sending a letter and

I suid I'd aak you. I'm out

veeX -- 3o could You please call Don at (303)
Abe .




Sent By:

FRONTIERS OF FREEDOM ;

]

703 527 8388; Jan-31-00 6:13PM;

[Bob SPEIR at po-03] on behaif of Bob SPEIR
28,1997 357 PM
@earmtp.mma. gov

Page 18/29

Ourl Managemant agked me to reviaw IPAA testimony. Thought | wauid share this with you.
In particulsr, look at 88 Qil'a relationship to Basin. Don't you wondar if True Oil's affiiate sales to

88 get tha same pre

mint,

m over posting that you wolild expect to saa in Basin's sales to 887 Hint



